This paper addresses issues related to the process of restructuring of the Bulgarian economy during the transition period. The analysis, based on the use of input-output tables, reveals various aspects of economic activity in their interconnection. As the economy evolves over time the structure of output changes, reflecting both the changing pattern of demand and advances in technology. Shifts in production in turn influence employment and wages and therefore have important implications for economic policy. The assessment of the impact of the structural changes on economic development is particularly relevant to the case of Bulgaria as the country has recently come out of deep recession, combined with high inflation and interest rate volatility. A new stabilisation programme was introduced in the middle of 1997, the cornerstone of which was the currency board arrangement. A number of measures in the area of trade and price liberalisation were undertaken. Though some adjustment has already taken place, the major restructuring of the economy is still to come as a result of the anticipated large-scale privatisation and liquidation of nonviable enterprises.
Introduction
This paper addresses issues related to the process of restructuring of the Bulgarian economy during the transition period. The analysis, based on the use of input-output tables, reveals various aspects of economic activity in their interconnection. As the economy evolves over time the structure of output changes, reflecting both the changing pattern of demand and advances in technology. Shifts in production in turn influence employment and wages and therefore have important implications for economic policy.
The assessment of the impact of the structural changes on economic development is particularly relevant to the case of Bulgaria as the country has recently come out of deep recession, combined with high inflation and interest rate volatility. A new stabilisation programme was introduced in the middle of 1997, the cornerstone of which was the currency board arrangement. A number of measures in the area of trade and price liberalisation were undertaken. Though some adjustment has already taken place, the major restructuring of the economy is still to come, as a result of the anticipated large-scale privatisation and liquidation of non-viable enterprises.
The paper is organised as follows: Section two provides background information about the performance of the Bulgarian economy since the outset of transition. The emphasis is placed on output and trade developments and some of the important policy actions affecting the real sector are discussed. Section three deals with the sources of data and the methodology adopted to transform the tables for the purposes of the analysis. Section four presents the results of the simulations of various scenarios together with some theoretical considerations underlying the calculations. The last section is devoted to the derivation and interpretation of multipliers.
Overview of Bulgarian economic developments in the period 1991-97
The process of transformation from a centrally-planned to a market economy in Bulgaria began in early 1991. Though the first steps towards the deregulation of economic activity were undertaken in 1990, these were piecemeal measures that did not change the economic environment. At that time the economy was already experiencing serious difficulties. After the international reserves were depleted, in March 1990 the government announced a moratorium on foreign debt principal repayments, and three months later the interest payments were also suspended. This cut the country's access to finance from abroad.
Under the system of fixed prices and state monopoly of foreign trade, there were considerable disparities between demand and supply which resulted in widespread commodity deficits. At the beginning of 1991 the new coalition government launched the first stabilisation programme which was supported by the international financial institutions. The price reform was based on a one-time liberalisation approach. The state retained its role in pricing only for a limited number of goods and services. Some estimates suggest that at the initial stage of liberalisation the share in the consumer basket of the goods still subject to price control was about 24 per cent.
The gradual liberalisation continued in the two subsequent years and in 1993 roughly 90 per cent of GDP was accounted at market prices. This reflected the commitment of the authorities to non-interventionist policies. However, later in 1994 there was a reversal from a market-based to an administrative approach to the regulation of economic activity. The centralisation tendencies were reinforced by the adoption of the Law on Prices in 1995 which formulated the principles of setting prices on the domestic market and defined the responsibilities of the state agencies engaged in monitoring and control. The consequences of this law are reflected in the considerable enlargement of the share of the administered prices.
At the end of 1996, 52 per cent of the goods and services included in the consumer basket were already under some form of price control.
Reforms in the trade area started with the replacement of the licensing regime by registration.
This allowed the emerging private sector to engage in foreign trade transactions and put an end to the monopoly position of the state trading companies. The second important element of the initial reform package was the changes in the tariff structure conditioned by the adoption of the Harmonised System. Control on imports was substantially reduced and tariffs became the main instrument of trade policy. The average tariff rate was relatively low (about 10%) but the dispersion was quite high. Among the most protected goods were some foods, beverages and tobacco. Tariff rates underwent many revisions during transition. Quantitative restrictions were maintained initially for a very limited number of commodities, and later were eliminated. Most of the export quotas were either abolished or substituted by temporary export taxes. However, export bans for some agricultural products and raw materials continued to be applied.
The liberalisation of trade required radical changes in the foreign exchange regime. The system of multiple exchange rates was eliminated in February 1991 when the foreign exchange market started operating. A single exchange rate was determined by the demand and supply of foreign currency. The choice of a floating exchange rate was basically predetermined by the low level of international liquidity. The gross official reserves of the Bulgarian National Bank were not enough to support a pegged exchange rate.
Not only did radical changes in domestic economic policies take place in 1991, but this was also the year of disruption of the old trade system. Prior to transition, the Bulgarian economy was highly integrated with the other central and east European countries as more than twothirds of exports and imports were concentrated within the former Council for Mutual Economic Assistance (CMEA).
Bulgaria experienced a severe contraction in trade volumes after the breakdown of the CMEA. In 1991, total imports fell by 62 per cent and exports decreased by 48 per cent over the previous year. Although the disturbance of the traditional trade relations had a significant impact on the Bulgarian economy, the above numbers overestimate the actual decline. This is due to the inappropriate exchange rates used for the conversion of transferable roubles into US dollars.
Aside from the exogenous demand shock, there was a considerable reduction in the supplies of energy and raw materials and this further depressed economic activity. To a large extent the supply shock was due to the change in the terms of payments and the shortage of convertible currency in Bulgaria.
All these unfavourable developments brought about a significant decline of GDP, estimated at about 12 per cent in 1991. Since industry was most strongly dependent on the markets of central and east European countries, the decline in industrial output was even greater (28% in real terms) (EBRD, 1996) .
Initially the decline of economic activity mainly affected the export-oriented production, but later, following the burst of inflation, the fall in real incomes also caused the industries producing for the domestic markets to decrease output. Macroeconomic policies also had a significant impact on output. The stabilisation programme concentrated on tight monetary policy which resulted in a sharp credit contraction. Credit ceilings were applied as an instrument of monetary policy until 1994.
The changes in the external environment and the domestic policies initiated the process of restructuring of the Bulgarian economy. Tables 1A and 1B exhibit GDP by components of aggregate demand and by economic sectors. On the expenditure side, the increase of the share of consumption in GDP and decrease of the share of investment deserve some comments. Although consumption increased as percentage of GDP, in real terms it has been falling continuously since 1991, the cumulative decline between 1991 and 1997 being more than 40 per cent. Wages as a rule were only partially adjusted for inflation. Since the greater part of the Bulgarian economy was in the state sector, the government could influence not only incomes in the budget sector, including pensions and social transfers, but also wages in the real sector, although not to the same extent, as enterprises had a certain autonomy.
While before transition there was practically no domestic debt, after the start of reforms it accumulated very rapidly largely due to the transformation of public-enterprise debt into government debt. Starting from a zero base in the eighties, domestic debt servicing rose to 4.8 per cent of GDP in 1992, and to 16.9 per cent of GDP in 1996 following the exchange rate depreciation and the dramatic rise in interest rates. As a result of the government's efforts to curb the budget deficit, especially during the two major financial crises in 1994 and 1996-97, those categories of employees who are paid directly from the budget (as well as pensioners) were hurt most severely by the cut in the wage bills.
The declining investment rate after 1991 can be explained by two sets of reasons. First, the availability of financial resources was substantially reduced as most of the state-owned enterprises accumulated huge losses and became heavily indebted. Secondly, the overall economic environment was adverse to investment. The high and volatile inflation created uncertainty and discouraged investors. (High inflation is very often associated with significant changes in relative prices which cease to provide correct information and therefore investors are unable to make projections about future returns on capital.) Moreover, the tax treatment of state-owned enterprises' investment was very harsh.
On the supply side, it is worth noting the decreasing contribution of industry and agriculture to GDP. The share of services during the period of consideration remained stable as a whole, but there were changes in the structure that become visible at a lower level of aggregation.
Among the best performing subsectors were trade and business services which increased their shares in gross value added from 9.3 to 11.0 per cent and from 0.7 to 2.3 per cent respectively between 1992 and 1995. After the state monopoly in trade was abolished, this activity passed almost entirely to the private sector. Business services were not well developed under central planning so this niche was quickly taken by local and international firms.
Some restructuring occurred in industry as well. It was driven primarily by the changes in the direction of trade. The relative shares of different industries in the total industrial output in the period 1991-96 are shown in Table 2 . Between 1990 and 1994 the overall industrial production index dropped by 39 per cent.
Behind this number vast differences in the performance of the various industries are hidden.
Electrical equipment and electronics and machinery production suffered the largest decline in output -64 per cent and 55 per cent respectively. In contrast, the printing industry registered a positive growth of 81 per cent reflecting the boom in the establishment of private publishing companies.
The decline of GDP was stopped in 1994 and a real positive growth of 1.8 per cent was registered. The recovery of output was based on the successful export performance of several large industries, namely ferrous and non-ferrous metallurgy, oil-processing and production of chemicals, which succeeded either to regain their previous markets or to enter new ones. Domestic producers were helped by the depreciation of the lev, following the first crisis in the foreign exchange market in the beginning of the year. The beneficial effect of the exchange rate developments did not last long since inflation accelerated and the depreciation was more than offset quite rapidly. Despite the fact that in 1995 the lev appreciated significantly in real terms, exports continued to grow. In effect, factors other than the exchange rate influenced the competitiveness of Bulgarian exports.
In the first place, the government maintained energy prices low thus providing an implicit subsidy to producers of energy-intensive goods that were basically the leading exporters.
Secondly, privatisation was considerably delayed and the majority of producers were concentrated in the public sector. State-owned enterprises did not face hard budget constraints and accumulated arrears to creditors and the budget. Operating at a loss, some of the state-owned firms were able to offer prices low enough to be competitive on the international markets. This argument is particularly valid for low value added, nondifferentiated products, like metals and chemicals. (The ratio of value added to gross output for both industries is about 0.2 and is among the lowest in the economy.)
In contrast, the manufactured goods that used to be most actively promoted in the past suffered a dramatic fall in demand. Machinery and electronics, for example, which together made up about 60 per cent of Bulgarian exports in the late eighties, decreased their share to the modest level of 14 per cent. Without the high level of protection provided by the CMEA trading arrangements, these two industries turned out to be non-viable since they were unable to cope with the international competition.
The exports of some major industries as a percentage of the total for the years 1991, 1993
and 1995 are presented on Graph 1. While 1991 is the reference year, the choice of the years 1993 and 1995 was predetermined by the fact that later in the paper we use the input-output tables for these two years. The most significant changes that took place in 1996 were the reduction of the share of metals and the increase in that of chemicals. Preliminary data for 1997, however, show that metallurgy regained much of its previous position.
Graph 1. Exports of some major industries (in per cent of total)
Note: Non-ferrous metals also account for a significant share of exports, estimated at 8.5% in 1996 but NSI does not publish data on exports of non-ferrous metallurgy. Source: NSI, own calculations.
The commodity structure of imports also underwent certain changes, but not as marked as with exports. Energy goods continued to account for the greatest proportion of imports, followed by chemical products and machinery.
The geographical distribution of trade has shown a steady trend towards a growing share of the OECD countries. Of these, the European Union member states accounted for 39 per cent of exports and 33 per cent of imports in 1996. The CEE countries' share in exports and imports stood at 32 per cent and 47 per cent respectively. The higher share for imports is explained by the fact that Bulgaria is not well endowed with natural resources and relies heavily on imported inputs. Russia is still the main supplier of crude oil and natural gas, holding over 95 per cent of the Bulgarian market.
GDP continued to grow in 1995, but in 1996 the economic situation in Bulgaria deteriorated markedly. The financial destabilisation was triggered by the severe depreciation of the lev.
Confidence in the domestic currency was undermined and a massive capital flight occurred The economic disarray caused the country's GDP to fall by 10 per cent in 1996 and by another 7 per cent in 1997 according to preliminary estimates.
In the middle of 1997 a new stabilisation programme was launched, based on a currency board arrangement which became effective on July 1 st . The exchange rate was fixed at the level of 1000 lev/DEM which was close to the prevailing market rate at the time. Important changes in the regulation of economic activity also took place, most of them before the introduction of the currency board. Government intervention in pricing was minimised and was retained initially only for some basic foods. The methodology for determining some of the prices for the state monopolies was corrected so as to reflect more adequately the costs of production. This was necessary in order to avoid the further decapitalisation of the public sector enterprises. The foreign trade regime also underwent amendments. Export bans for agricultural products were substituted by temporary export taxes. Tariff rates for certain goods were reduced, and in some cases exemptions were given. But the approach to the regulation of trade has remained selective, in the sense that it favours specific enterprises or industries by lowering the prices of inputs, whereas the rate of protection for consumer goods is still very high.
Data
In order to estimate the impact of the structural change on the Bulgarian economy we use input-output tables for two years: 1993 and 1995. The 1995 tables are the latest available and presumably deliver the most up to date information about the inter-industry relations.
However we must recognise the fact that the coefficients of the input-output tables have changed after 1995 as a result of the very high inflation and the changes in the relative prices.
To a large extent 1995 can be regarded as an appropriate base year since the levels of output, exports and imports were the highest for the transition period, and the inflation and unemployment rates were the lowest. Thus, in a sense, the first target after two consecutive years of sharp economic decline and instability would be to achieve the 1995 indicators. The 1993 table is used as a benchmark table, since the present structure of the Bulgarian economy was formed in 1993-94.
With respect to the format of the input-output tables, the National Statistical Institute (Bulgaria's statistical office) has adopted the accounting framework which is recommended in the SNA, that is commodity-by-industry presentation. Originally this accounting method was developed as an analytical tool to account better for the secondary production (Blair and Wyckoff, 1989) . In the case of Bulgaria, on average the secondary production does not appear to be very big (5.7% of the total) but for certain industries it is quite significant. For example, for the coal mining and gas and oil extraction sectors it is 50 per cent and for the printing industry it is 27 per cent. However, those industries that have the greatest shares in output have secondary production near or below the average. (It should be mentioned that this indicator is rather sensitive to the level of aggregation of the data. For higher levels of disaggregation both the average and the maximum values might increase considerably.)
In the NSI publications, the "make" and "use" tables are not presented as square matrices but instead the number of products which are shown in the rows as a rule is greater than the number of industries which appear in the columns. Therefore some rearrangement was necessary in order to obtain the square tables required for the analysis. With both 1993 and 1995 datasets this was achieved by aggregating the items "plant-growing", "livestock-raising"
and "agricultural services" into a single row -"agricultural products" which corresponds to the agricultural sector in the columns.
The same procedure was applied for "coal mining" and "oil and gas extraction" so that a new commodity group was formed as a combination of the two.
As a result of the aggregation, we were able to get 29x29 "use" and "make" tables for the two years considered in the paper. Since the idea of the analysis is to study the impact of various scenarios on the output of the domestic industries, we proceeded further with the derivation of symmetric industry-by-industry tables.
In the original input-output framework the following identity holds:
where by X we denote gross output, A is the technological coefficient matrix, and Y is the column vector of final demand. If industry and commodity outputs were equal we could have used the "use" tables to perform the simulations. However, this is not the case since the secondary production which appears in the off-diagonal elements of the "make" matrix is not negligible. So instead of (1) we have:
where q is the domestic commodity output vector, B is the domestic use coefficient matrix, and g is the industry output vector. 1 In order to construct the industry-by-industry tables it is therefore necessary to derive the A matrix. In principle, two approaches are possible for this transformation, depending on the two different assumptions about the production technology.
According to the commodity technology assumption, each good is produced by using the same amount of inputs regardless of the industry by which it is produced. The industry technology approach on the other hand assumes that all commodities, produced by a particular industry have the same input mix. A combination of the above two methods is applied when information about the different technologies is available. It is known as a hybrid technology assumption.
In this case the industry-by-industry table is derived by using the following formula:
where R is called the "hybrid technology transformation matrix".
1 We use a different notation to distinguish better between commodity and industry output and between A and B matrices. , .
The make matrix is separated in two parts M 1 and M 2 , depending on the technology assumption. I is the identity matrix, and i is the unit vector (Input-output tables for the United Kingdom, CSO, 1984) Since we had no additional information, we used the industry technology assumption which is the more common practice in deriving the square tables.
Scenario Analysis and Projections

Scenarios
As discussed in Section 2, during the transition period, and especially in its initial phase, the Bulgarian economy underwent substantial restructuring. Because of the delay in privatisation this process could not develop in full. Under a currency board arrangement however, the accumulation of fiscal and quasi-fiscal deficits by bail-outs of loss-making banks and enterprises could seriously undermine economic stability. Therefore the acceleration of privatisation and enterprise reforms becomes indispensable. From the point of view of economic policies it would be useful to study the impact on the economy of the possible development scenarios. For example, the balance of payments surplus automatically leads to an increase in the money stock which in turn boosts demand. An increase in demand can also be a result of the government's income policy. What effect would this produce on domestic output? Or how will the increase in demand for the products of a particular industry influence the other industries?
The input-output analysis is a useful tool for examining structural changes. Under the standard assumption for stability of the coefficients, the input-output framework makes it possible to formulate different hypotheses and to evaluate the effects of the variation of some parameters on the economy as a whole. 
Despite the vast opportunities that the input-output approach provides, results should be interpreted with care. In reality the coefficients do not keep constant over time. As the production technology changes, different proportions of inputs are required to produce a given output of a particular commodity. In addition, shifts in relative prices also affect coefficients. Therefore the use of input-output methods as in this paper can only be considered to provide a first approximation to the real effects.
What causes the structural changes? On one hand this process is driven by shifts in final demand -mainly by consumption and trade, and to a lesser extent (at least in the case of Bulgaria) by investment. On the other hand, it is a result of the changes in the inter-industry relations arising from technological progress.
The shifts in the final demand for a particular good influence not only the industry producing it but also all industries that are related to it both directly and indirectly. In order to estimate the impact of the change in demand we hold the technology constant and apply final demand vectors for different years. In this case we force the economy to satisfy the 1993 and 1995 final demands with the 1993 input-output table. The results are presented in Graph 2 and Table A1 in the appendix. It shows how the relative shares of different industries in total output would look if the production functions were the same. Thus, the strong demand for ferrous metals and chemicals in 1995 induced an increase in their shares in output by 0.6 and 1.6 percentage points. This result is consistent with the successful export performance of these two industries in 1994-95. The trade sector also shows an increase in output whereas almost all other services are affected negatively. In order to see the differences between the simulations and the actual output in 1995, the calculated shares as well as the actual shares are given in the appendix. As relative prices and technologies change over time so do the coefficients in the input-output tables. Efficiency gains are associated with the use of less inputs per unit of production which normally would bring a decrease in the direct requirements. The same effect is observed when the prices of some inputs increase at a slower rate compared to the others. The latter argument should be emphasised since it is of a particular relevance to economies undergoing substantial relative price adjustments.
Graph 2. Shares in total output
For example, if an industry used less electricity to produce 1000 lev worth of output in 1995 compared to 1993 this does not necessarily imply that this industry became more efficient in 1995, rather, it may be an indication of the government policy with respect to the price of electricity.
A more illustrative way of looking at the structural changes would be to estimate different outputs for a fixed final demand. For that purpose we hold the 1995 vector of demand constant and apply it to the two input-output tables. The results are presented in Table A2 in the appendix, and in Graph 3. Graph 3 reveals that there was a significant variation of output for the different sectors ranging from a decline of 45 per cent for other products of manufacturing to an increase of 34 per cent for the paper industry. Among the large industries, machinery production and the food industry register a decrease in gross output while metallurgy and the chemical industry show the reverse results. Table A3 .
When considering total gross output in the first case, that is including the price effect, the economy appears to be more efficient in 1995 since it satisfied the same final demand with 1.6
per cent less output than in 1993. However, after adjusting the coefficients so as to exclude relative price movements the difference almost disappears to become only 0.3 per cent. That means that the efficiency of resource utilisation roughly remained the same between 1993 and 1995. There are, however, substantial differences for the different industries Among the sectors that became less efficient we find electricity production and coal mining which are characterised with the highest share of electricity in the direct costs. 
Graph 4.Changes in gross output resulting from changes in technology
Projections
Often, when making economic projections it is essential to study the impact of different components of demand on output. A convenient way of doing this is to use the input-output framework. In the Bulgarian tables the final demand vector is decomposed to private consumption, government consumption, fixed capital formation, change in stocks, exports and imports. Below we briefly describe the results for a simulation of the outcomes of successive increases by 5 per cent in the above mentioned components of demand, the results of which are presented in Table A4 in the appendix.
Growth in private consumption has the greatest impact on total gross output (2.6%) which is natural as consumption has the largest share in demand. It is interesting to note that in general services are more sensitive to shifts in private spending than industry. Trade, for example, increases its output by 3.5 per cent, housing and communal services and healthcare by 4.8 per cent. Industries that benefit most are the food and beverages industry, the printing industry and coal mining. Agriculture also tends to be quite favoured by the rise in consumption.
Government expenditure does not produce a significant effect on domestic output with the exception of government services which increase by 4.6 per cent compared to an average increase of 0.2 per cent for all other sectors.
The hypothetical investment expansion influences most construction and the production of building materials. One would expect to find the manufacturing industry on the top but in the case of Bulgaria it goes to the fourth place. This is explained by the fact that the bulk of the capital goods that are invested in the economy are imported from abroad so this scenario would generate beneficial effects mainly for foreign producers.
Not surprisingly, a rise in foreign demand brings about the highest increase in production for the export-oriented industries, and especially for ferrous and non-ferrous metallurgy. Those sectors that are engaged in producing primarily for the domestic market, like construction and some services respond only marginally to the growth of exports.
The impact of the above simulations on value added is exhibited in Table A5 .
In this paper we concentrate on domestic industries and therefore consider the domestic industry-by-industry table. In this table imports do not show up. In order to assess the effect of the increased demand for imported goods we have to refer to the imported flows matrix to get an estimate of the final demand for imports. The same simulation as above (i.e. increase by 5%) shows that gross output decreases by 0.8 per cent compared to the baseline, the higher decline being in the machinery production and electrical equipment and electronics which are the industries most strongly exposed to foreign competition.
So far we have ignored the induced effects of an increase in demand. As output grows more jobs are created and income goes up. This in turn reinforces demand for personal consumption and hence production. Assuming all the additional income is consumed we can compute the magnitude of this feedback loop in the following way:
From the basic input-output identity we have:
The additional labour costs arising from the increase of output are:
where a is the ratio of wages to output; and where c 0 is the original consumption vector. We define the matrix H as H=c 0 .a. Thus we get for X:
The results from the simulations, based on the methodology, described above are given in Table A6 in the appendix. Accounting for the feedback loop increases total output by a further 0.7 per cent over the previous result. The increase over the baseline output is 3.3 per cent. Similar to the case where the induced effects of the rise in consumption were ignored, the sectors benefiting most are the food industry, agriculture, housing, education and healthcare. This is not surprising as those are industries primarily engaged in the supply of consumer goods and personal services. However, it is worth noting that the multiplier effect is not so significant for wearing apparel, textile and footwear industries. One would expect to see the above sectors in the group of the best performers but their output increases by less than the average. This can be explained by the relatively small shares of these products in consumption, reflecting perhaps the low living standards in the country.
Multipliers
A convenient way of looking at the response of the economy to changes in final demand of the various sectors is to introduce multipliers. Two types of multipliers are used in inputoutput analysis. Type I multipliers capture both direct and indirect effects arising from an increase in demand for a particular commodity. Higher demand generates output, income and employment not only in the industry, producing the commodity (direct effects), but also in all other sectors that supply goods and services to that industry (indirect effects).
As discussed in the previous section, the direct and indirect effects are reinforced as the resultant increase in employment and rise in household income further boost demand. Type II multipliers include these induced effects. In order to derive Type II multipliers it is necessary to construct social accounts matrices which are an extension of the input-output tables that examine the distribution of income and expenditures. Since social accounting matrices are not available for Bulgaria here we consider only multipliers of the first type.
The output multipliers are indicators of the impact of a change in output of a given sector on total output. It is obtained by summing up the elements of the Leontief inverse by columns. (12) The interpretation of the multipliers is rather straightforward. Take, for example, the chemical industry. A multiplier of 1.34 means that for each 100 lev worth of additional final demand for chemical products, total output will increase by 134 lev, including direct and indirect effects.
Output multipliers are particularly useful when measuring the degree of integration of each industry with the rest of the economy. For the purposes of economic policy however, it is often necessary to study the income and employment effects arising from an increase in demand.
To derive the employment multiplier we first calculate the employment effect. Denote by v i the full time equivalent employment per unit of output of industry i. Then, the employment effect is given by the formula:
This indicator shows the number of jobs needed to meet an increase by a unit of the demand for the respective industry. On the basis of the employment effect we calculate the multiplier that indicates the total effect on employment in the economy as a whole.
In other words, if a rise in demand for electrical equipment and electronics requires the creation of 100 new jobs, a multiplier of 1.77 suggests that another 77 jobs will be created due to the indirect effects.
Income multipliers measure the total increase in income from employment in the economy as a result of a unit increase in demand. The statistical properties of the multipliers are exhibited in Table 3 and the values are shown in Table A7 of the appendix. 
Conclusion
The results, obtained in this paper can be summarised as follows:
• The Bulgarian economy has undergone a number of structural changes, caused mainly by the re-orientation of foreign trade as well as by variations in the composition of domestic demand.
• In 1995 the economy was able to satisfy final demand with less output than in 1993 but this was due primarily to changes in the relative prices of inputs reflecting the government policy with respect to price regulation. The technological effects as a whole were negligible and some energy-intensive sectors suffered a loss in efficiency.
• An increase in personal consumption would have the greatest impact on output, followed by a growth of exports. A rise in demand for imported goods affects adversely the output of those industries that were most actively promoted under central planning. Higher investment benefits mainly construction and has a relatively small effect on manufacturing. 
